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ABSTRACT 

This paper maintains that increasing 
Hispanic-Amer ican participation in higher education is a desirable 
public investment. It points out that the educational attainment of 
Hispanic-Amer i cans has not kept pace with their increas ing share of 
the population and the labor force, and that high school and college 
compl et i on rates are 1 ower than for other groups . This lower level of 
attainment translates into lower lifetime earnings and decreased tax 
revenues for federal and state governments. Increasing the college 
participation level of the cohort of Hispanic-Americans from birth 
through age 18 to that of White Americans would increase federal tax 
revenues an estimated $10 billion per year. Increasing the high 
school and college completion rates of the same cohort to that of 
White Americans would increase federal tax revenues an estimated $19 
billion per year. (MDM) 
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Stcp^hcn Sorensen, DoniinicJ. Brewer, Stephen f. Carroll, and Eugene Bnjton 



Hispanic youth represents the fastest growing segment 
of the U.S. population, and Hispanics now account for 
more than a quarter of all new entrants into the labor force. 
Education has historically been the path for upward occu- 
pational, economic, and social mobility in this country, but 
Hispanics complete college at much lower rates than other 
ethnic groups do and are much more likely to drop out of 
high school. What will it mean for the nation to have a 
growing, significant proportion of the population compet- 
ing for low-skill jobs and locked in the lowest socioeco- 
nomic brackets? 

The answers to this question will require a great deal 
more research than has yet been done on Hispanic educa- 
tion and its socioeconomic effects. There are surely bene- 
fits to society of closing the educational gap between 
Hispanics and other ethnic groups in terms of equity and 
social stability, though these benefits might be difficult to 
quantify. How'ever, it is possible to estimate roughly wi at 
increasing Hispanic participation in higher education 
would mean for individuals' income and, thus, fur the U.S. 
tax base and funding of social programs. In this paper, we 
present our estimates and conclude that, given the effects, 
increasing Hispanic education levels seems very much in 
the best economic interests of tlie country. 

A GROWING POPULATION WITH LOW EDUCATIONAL 
ATTAINMENT 

The Hispanic population in the United States has 
grown remarkably. At more than 9 percent of the popula- 



tion in 1990 and with projected growth of about 3.5 percent 
every five years, Hispanics could account for 20 percent of 
the U.S. population by 2020 (see Figure 1). In addition, the 
age structure among Hispanics is pyramid-like, with near- 
ly 40 percent below the age of 19, compared with 29 per- 
cent for the total population. Given this structure, the 
Hispanic share of the labor force is likely to increase even 
more. 

The educational achievement of Hispanics has not kept 
pace with their increasing share of the population and the 
labor force. According to the 1990 U.S. Census, high 




SOURCE, us Bureau of the Census 

Figure 1 — Hispnnic Population GroxvtU and Projections 
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schi>ol completion for Hispanics aged 22-24 was only 64 
percent, compared with 91 and 84 percent for whites and 
blacks, respectively. Although this figure for all Hispanics 
partly reflects the entry into tlie United States of yc'jung 
adult immigrants with low lex’cls of education, the high 
school completion rate of native-born Hispanics (78 per- 
cent) still remains significantly lower than for other 
groups. E\ en more alarn.aig, the growth rale for Hispanic 
high school completion lags that for blacks and lias been 
onlv slightly higher than that for whites. 

L,ow high school graduation rates ha\ e ob\ ions reper- 
cussions for Hispanic higher eduiation. Since there is 
much smaller pcuil of college-eligible students, one would 
expect Hispanic college participation to be lower than 
other groups' participation. In fact, Hispanics are among 
the most severelv underre)'> resented groups in higher edu- 
cation. 

Using data from the National Center for Education 
Statistics' 1 iigh School and Bevond database, IVla\ in and 
Kane report that t>\ er S8 percent of white students attend 
>ome ^.ollege w ithin four years of high school graduation, 
compared with 4S percent of Hispanics (and 47 percent of 
bla».k>)d Moreover, Hispanic degree attainment is much 
lower than that of whites, with only 12 percent of Hispanic 
22 year olds earning bachelor's degrees (see Eigure 2). 

Ihis rate is tour-fifths lU the rate for blacks and less than 
half of the rale for whites. 




Percentage of 22 Year Olds Earning a 
Bachelor's Degree 



SOURCE National Center for Education Statistics 

Figure 2—IlispiViics Are Less UK cl if to Complete 
Bachelor's Decrees 



’S»l 1 1. IVlcivm Muhael li Knne, Meinrai/ l\trth tfuiOon tn 
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SOURCE National Center tor Education Statistics 

I re 3 — Hispanic Share Falls as Decree Level Rises 

The effect of Unv academic attainment cascades 
thi oLigh all le\ els of higher education. Figure 3 shows that 
the FI is panic share cif tlie educated population dwindles as 
education le\ els increase. The disproportionately small 
percentage of Hispanics with bachelor's degrees necessari- 
ly means underre'presentation in pro.essional and gradu- 
ate* schoeils, as well. 

WHAT DO HISPANICS LOSE FROM LOW 
PARTICIPATION IN HIGHER EDUCATION? 

A bumper sticker glibly asserts that "if you think edu- 
cation is expensiv’e, you should try ignora.-^e." This asser- 
tion is strongly supported by income statistics in the 
United States. Those with a bachelor's degree earn signifi- 
cantly more than those wnth only a high school diploma. 

In fact, the U.S. Census ^-ureau estimates the premium for 
a bachelor's degree (over a high school degree) at about 
5600,000, or 75 percent more in lifetime earnings. 

Using the Census methodology, we estimated the life- 
time premiums for higher education for the current cohort 
of tlispanic males and females. (We calculated lifetime 
income for an individual under a 40-year earning horizon. 
We then used the current mean earnings for four age 
grou^ — 23-34, 33'-44, 45-54, and 55-64 — as estimates of 
the individual's income.) Reported earnings do not reflect 
discounting or inflation. For further explanation, see U.S. 
Bureau of the Census Statistical Brief, S/94-25, 
Washington, D.C., 1994. 

As Figure 4 shows, the premium for a bachelor's 
degree over a high school diploma is about $500,000 for 
Hispanic men and $400,000 for Hispanic women. More 
striking, the premium for a Hispanic with a professional 
degree is about $1.7 million, over 200 percent more in life- 
time earnings. 
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Increased Tax Revenues: Scenario One 




l i^^urc 4 — Hispanic Lifetime Earntn^^s Rise leith Ediicntion 



WHAT DOES SOCIETY LOSE? 

Education pays off for individuals, but there are also 
payoffs to society. 0\ er a lifetime, people whi^ ha\ e col- 
lege degrees (and concomitant higher earnings) pay signif- 
icantly more in taxes than people who have only high 
school dipU^mas. Figure 5 shows estimated lifetime 
inccmie tax payments based on the current tax schedule for 
Hispanic individuals with various educational le\ els. 
Hispanics with a bachelor's degree will pay more than 
twice as much in taxes as those with only a high school 
diploma, and Hispanics with a professional degree will 
pav an estimated three times as much as those with a bach- 
elor's degree. These estimates were generated under the 
conservative assumptions that the wage gap between 
Eiispanics and non-Hispanics would not be closed. 




SOURCE Authors' Calculations 

Figure H — Fstimatcti Lifetime Tax Paifntcnts for a Hispanic inf 
Fdiication Level 



With the caveats noted above in mind, we considered 
how raising Hispanic educational levels would affect tax 
revenues. The completion rate for bachelor's degrees is 12 
percent for today's cohort of 18-year-old Hispanics. We 
estimated the effect of increasing Hispanic participation in 
higher education to either the current rate for blacks (15 
percent) or the rate for whites (30 percent). Further, we 
assumed that the high school graduation rate for this 
cohort of Hispanics remained the same but that more went 
on to complete a bachelor's degree. 

Figure 6 indicates the magnitude of the effect from 
raising Hispanic college participation levels. Boosting the 
college completion rate of that cohort to 15 percent would 
produce an estimated $1 billion in federal tax payments, 
while raising the rate to 30 percent would generate about 
$15 billion. In addition, the increased income levels would 
result in estimated increases in contributions to social 
insurance programs — Social Security and Medicare — of 
about Shoo million and $6.6 billion at the rates for blacks 
and whites, respectively. 




SOURCE Authors’ caiculaiions 

Figure 6 — Hoic Federal Revenues Might Increase with Hispanic 
College Education: Scenario 1 

These numbers may seem small compared with the 
federal debt. However, these increases reflect the gross 
effects of increasing the college participation rate of only 
the current 18-year-old cohort of the Hispanic population. 
If we considered an entire generation, c.g., the cohort from 
birth to age 18, the increase in federal revenues from 
increasing Hispanics' college participation rates to those of 
whites would be on the order of $10 billion in additional 
tax revenues each year. 
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Increased Tax Revenues: Scenario Two 

Under Scenario One, we held high school completion 
rates for the cohort constant at the current rate. However, 
raismg me level of Hispanic participation at the bachelor's 
level is likely to have positive effects at other educational 
levels: An increased rate of Hispanics completing college 
would increase motivation for Hispanic high school stu- 
dents .o take academic subjects and complete high school. 
Raising the high school graduation rate would increase the 
pool of Hispanics eligible for college. 

We tested the possible effects of increasing that pool 
by also raising \he Hispanic rate of high school graduation 
to the levels of either blacks or whites (see Figure 7). With 



the rate for blacks (84 percent for high school graduation, ' 
15 percent for college participation), the additional income 
tax revenue from Hispanics would be about $6 billion. 
With the rate for whites (91 percent for high school gradu- 
ation, 30 percent for college participation), the additional 
tax revenue W'ould be about $19 billion. Tl-iese increases 
were for the 18-year-old cohort alone. Compounding such 
gains over multiple generations would generate increases 
exceeding $13 billion each year. 

CONCLUSIONS 

Although these estimates suggest that increasing 
Hispanic participation in higher education would be a 
sound public mvestment, they should not be taken as pre- 
dictive: A definitive 'oriclusion about the magnitude of 
this increase for Hispanics is not possible given the present 
lack of research on how higher education affects their 
earnings specifically. Nevertheless, our calculations indi- 
cate that the effect is considerable enough that the contin- 
ued undereducation t>f Hispanics will exact a high eco- 
nomic toll for individuals and for society. Given the expe- 
rience of other undereducated groups, there are certainly 
concomitant human, .social, and political costs. These esti- 
mates thus may serve as a lower nd of the benefits of 
increasing the bachelor degree attainment of Hispanics. 
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Figure 7 — How Federal Reifenucs Rise with Increased 

Hispanic College and High School Graduation Rates: 
Scenario 2 
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